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ERRATA TO REBUTTAL EVIDENCE OF COMPLAINANT
SEMINOLE ELECTRIC COOPERATIVE, INC.

Complainant Seminole Electric Cooperative, Inc. (“SECI™) submits the
following errata to its Rebuttal Evidence filed in this proceeding on April 15, 2010.
L CORRECTIONS TO RTC MODEL TRAIN

LIST AND RELATED EVIDENCE

In response to CSXT's Reply allegations concerning external reroutes and
the additional evidence made available by CSXT on Reply. SECI removed 10 coal
movements from the SFRR’s traffic group on Rebuttal. and adjusted the on-SARR and/or
off-SARR points and mileages for an additional 103 coal movements.! See SECI
Rebuttal at ITI-A-71 and I1I-C-43. The revenues for all 103 movements were increased or

reduced on Rebuttal to reflect the longer or shorter distance on the SFRR.

''The SFRR base traffic group included a total of 3,201 movements. The
corrections described in this Errata reflect 0.32% of the total.



In reviewing the revised train list used for its Rebuttal RTC Model
simulation of the SFRR s operations (Rebuttal Exhibit III-C-1), SECI has discovered that
it inadvertently failed to change the interchange location and mileage for 68 coal trains
that moved in the peak period, and which are included in the 103 movements for which
the revenues were adjusted. Correcting this error required inputting a revised peak train
list into the RTC Model and re-running the Model. The corrected RTC simulation
produced revised SFRR train transit times and other operating statistics. This resulted in
minor changes in the SFRR’s annual operating expenses and in the DCF model results.
(There were no changes in the SFRR's configuration. road property investment or
personnel, other than T&E employees.)

The adjustments for the 68 peak-period trains are shown in the revised
version of Rebuttal Exhibit I1I-C-1 submitted herewith. The revised average train transit
times from the corrected RTC Model simulation are shown in the revised version of
Rebuttal Exhibit III-C-3 submitted herewith.

The revised transit times from the corrected RTC simulation resulted in
minor changes in the SFRR’s operating statistics, annual operating expenses, and DCF

Model results. The specific changes from SECI’s original Rebuttal filing are as follows:

1. Locomotive unit miles and car miles in the 2008 base year increased
by 388,619 and 17.2 million, or 1.35 percent and 2.01 percent,
respectively;

2. Locomotive hours and freight car hours in the 2008 base year

decreased by 9,714 hours and 244.499 hours, or 0.77 percent and
0.38 percent, respectively;

3. Road locomotives decreased in 2009 by one unit to 160 locomotives;
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4. T&E crew personnel decreased by three employees in 2009 to 547
employees;

5. Operating expenses in 2009 increased by $926.,443 to $289.9
million; and

6. The cumulative present value of the difference in overpayments in
the DCF model decreased by $8.0 million to $2,525.8 million.

These changes are shown in detail in the revised Rebuttal electronic
workpapers (Errata version) submitted herewith. These Errata workpapers replace the
corresponding Rebuttal workpapers filed on April 15, 2010 in their entirety. and are
located in the same folders as provided to the Board with SECI's Rebuttal filing to
preserve the links among the electronic workpapers.

1I. CORRECTIONS TO THE REBUTTAL
NARRATIVE AND EXHIBITS

The changes resulting from the corrected Rebuttal RTC Model simulation
described above also result in corrections to SECI's Rebuttal narrative and other Rebuttal
exhibits. SECI has also discovered several additional corrections that should be rhade to
its Rebuttal naﬁative and exhibits. All of the corrections are described below.

A. Narrative

Page II1-A-8, line 14: “Rebuttal Exhibit II[-A-3 should read “Rebuttal
Exhibit [-1".

Page I1I-A-39, line 9: “agreement™ should read “argument”.
Page I1I-B-16, line 1: **175.05” should read **176.05”.
Page I11-B-19, line 2: “four” should read “five”.

Page I11-B-28, first line below table: 404.48" should read “485.02™.

-3-



Page 111-C-35, Rebuttal Table ITI-C-2: **194™ in the SECI Opening column
should read “192”: “202" in the same column should read *200°"; “191™ in
the SECI Rebuttal column should read *188”; and “301™ in the same
column should read “198. In the third line of the footnote in this table
change “104™" to **192.”

Page I11-C-44, line 9: **Alexandria Jct., MD and Cumberland, MD™ should
read “and Alexandria Jct.,, MD”.

Page 111-D-3, Table I1[-D-1: change numbers in the SECI Rebuttal column
to read as shown in the attached corrected version of this page for the
following lines: Locomotive Maintenance, Locomotive Operations. Train
and Engine Personnel, Startup and Training, and Total.

Page [11-D-3, first and second lines below table: *$235.3™ should read
*$234.4" and ~$148.3” should read “$148.5”.

Page I11-D-5, last line of footnote 3: “191* should read 188 and “161™
should read 160,

Page III-D-8, line 14: ~$23.0” should read “$22.9™.

Page [1I-D-21. line 14: 550" should read 547."

22.

Page I1I-D-52: the footnote reference ““~” in the table should read 36

Page III-D-70, line 19” *171” should read *“170™ and 918" should read
~907".

Page 111-D-101. line 2: “249™ should read “239".

Page III-D-111, line 1: “MOWRoadmaster Territories.xls™ should read
“MOWRoadmaster Territories-Revised.xls™.

Page III-D-117, line 16: “one more Signal Maintainer than was™ should
read “four more Signal Maintainers than were™.

Page 1I1-D-129, lines 12-15: replace the current text with the following:
“indicated earlier SECI has added a total of four MOW personnel (all
Signal Maintainers) on Rebuttal. The Board should therefore accept
SECT's revised equipment maintenance cost which includes the cost of hi-
rail vehicles for the four additional Signal Maintainers.™

-4-



Page I1I-D-130, lines 13-14: “Crouch and his staff have performed
numerous inspections of major river bridges and his staff at Crouch
Engineering,” should read “Crouch and his staff at Crouch Engineering
have performed numerous inspections of major river bridges,™.

Page I1I-F-72, line 10: 96 customer locations™ should read 65 customer
locations including Transflo facilities™.

Page III-F-112, line 20: 96 such locations™ should read “93 such locations
including Transflo facilities™.

Page III-F-112. line 22: 68" should read “65™. (However. SECI
inadvertently included costs for 68 manual switch locations and electric
locks on Rebuttal.)

Page III-H-8, line 11: “division™ should read “fixed fee™.

Page 1I1-H-12, Table III-H-1: change all numbers in columns (2), (4), (5)
and (6) to read as shown in the attached corrected version of this page.

Page III-H-13, Table ITI-H-2: change all numbers in the Maximum R/VC
column to read as shown in the attached corrected version of this page. In
the second line below the table, “136.4%™ should read “136.8%" and
“158.2%" should read *'158.5%.

Page I1I-H-14, Table III-H-3: change all numbers to read as shown in the
attached corrected version of this page.

Page I1I-H-15, Table IT1I-H-4: change all numbers in column (3) to read as
shown in the attached corrected version of this page.

Page I1I-H-16, Table III-H-5: change all numbers in column (3) to read as
shown in the attached corrected version of this page.

Exhibits

Exhibit I-1. page 6, line 22; and page 8, line 5: “December 12. 2008”
should read “October 27, 2008™.

Exhibit I-1, page 11, line 17: “December 2008 should read “November
2008™.

Exhibit 111-C-1: see corrected version submitted herewith.
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Exhibit IT1I-C-3: see corrected version submitted herewith.

Exhibit I1I-H-1: see corrected version submitted herewith.

Exhibit 111-H-2: see corrected version submitted herewith.

Revised pages of SECI’s Rebuttal narrative and revised Rebuttal exhibits

containing the corrections described above are submitted herewith. These narrative

pages and exhibits should be substituted for the pages and exhibits in the version of

SECTI's Rebuttal Evidence filed on April 15, 2010. Copies of the revised Rebuttal

exhibits and Errata electronic workpapers reflecting the corrections described herein are

contained on each of the three DVDs submitted herewith.

Of Counsel:

Slover & Loftus LLP

1224 Seventeenth Street, NW
Washington, DC 20036
202-347-7170

Dated: April 27,2010

Respectfully submitted,

SEMINOLE ELECTRIC
COOPERATIVE, INC.

Kelvin J. Dowd A
Christopher A. Mills . M p
Daniel M. Jaffe W JL

Joshua M. Hoffman
Stephanie M. Adams

Slover & Loftus LLP

1224 Seventeenth Street, NW
Washington, DC 20036
202-347-7170

Its Attorneys
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I hereby certify that on this 27" day of April, 2010, I caused copies of
SECI's Errata to Rebuttal Evidence, including corrected narrative pages, exhibits and
electronic workpapers, to be served by hand-delivery on counsel for Defendant CSX
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Matthew Warren, Esq.
Sidley & Austin LLP
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that 10 coal movements do not move in the real world over lines replicated by the SFRR,
and has removed this traffic from the Rebuttal restatement.
i. Data Limitations on Opening

CSXT takes issue with SECI's statement that the data produced by CSXT
and useable by SECI prior to the filing of Opening Evidence did not allow the routes of
all trains 10 be specifically traced, so as to precisely define the on-SFRR and off-SFRR
points in each case. See SECI Opening at I1I-A-20; CSXT Reply at I1I-A-12. CSXT then
proceeds to spend three and one-half pages of Narrative text and some 29 pages of a
made-for-litigation Exhibit'’ purporting to explain how SECI could have made better use
of the data that CSXT chose to produce to more precisely identify certain movement
routings. See CSXT Reply at III-A-12-15.

Frankly, the fact that CSXT needs to engage in such a lengthy explanation
lends support to SECI’s position as to the utility of certain data produced by CSXT
earlier in this proceeding. In Rebuttal Exhibit I-1, SECI explains in detail the production
delays and data issues which adversely affected SECI’s evidentiary preparation capability
in mid-2009. Ultimately, however, SECI was forced to rely on a manual evaluation of
the data needed for certain analyses, and the incomplete production of decoders.
descriptions and other tools by CSXT rendered certain data bases unusable prior to
Opening. As described below. these shortcomings resulted in 10 coal movements being

included in the SFRR traffic group even though in actuality they have

'7 CSXT Reply Exhibit I-2.

I11-A-8



(c) lContract Minimum Volumes

CSXT alleges two (2) errors in SECI’s accounting for minimum volume
requirements in contracts between CSXT and its customers. First, CSXT claims that
where its forecast is lower than the contract minimum, it should be assumed that the
shipper will underperform and pay liquidated damages in lieu of shipping the requisite
coal volumes. Second. CSXT proposes an adjustment to the allocation of the contract
minimum for { } coastwise contract. See
CSXT Reply at I1I-A-53.

CSXT’s liquidated damages argument should be rejected. A SAC analysis
by and large is an ex ante analysis, and focuses on the best estimate of future traffic
volumes. An individual contract minimum volume requirement is considerably more
specific than a railroad’s overall coal forecast, and given the choice between assuming
that a shipper will elect® to comply with a contract covenant and assuming that it will
not, the former is a far more likely scenario.”® The Board previously has held that a

shipper’s normal course of business conduct is a better indication of future behavior than

% Liquidated damages provisions generally apply only to shortfalls from contract
minimums that are not excused by causes attributable to the railroad or to other forces
beyond the reasonable control of the shipper.

" It is not reasonable to assume that CSXT"s forecast contemplates a deliberate
volume shortfall that the shipper elects in lieu of contract compliance. Moreover, legal
precedent holds that a shipper’s intentional failure to meet a minimum volume
commitment is a deliberate contract breach, in which event the shipper’s liability is not
limited to the payment of liquidated damages. See Public Service Company of Oklahoma
v. Burlington Northern Railroad Company, 53 F. 3d 1090 (10™ Cir. 1995).

I11-A-39



corrected 176.05 miles of interchange tracks provided on Opening, for a total of
185.70 interchange track miles."

d. Helper Pocket and Setout Tracks

The parties differ by 0.60 track miles for helper pocket and setout
tracks. As best SECI can determine from reviewing CSXT’s evidence (in
particular Reply Exhibit III-B-2), CSXT accepted all of SECI's Failed-equipment
Detector (“FED™) and setout track locations and lengths."”® The difference appears
to be accounted for by CSXT’s addition of two helper districts, apparently with
helper pocket tracks. See CSXT Reply at I1I-B-10 and 11I-C-80-81.'¢

SECI's operating plan for the SFRR includes two helper districts,
located near Cowan, TN and Sand Patch, PA. On Reply, CSXT adds two helper
districts, at Loveridge, WV and Brunswick, MD. It did so because SECI's RTC
simulation assertedly included helper service at these additional locations. (See

CSXT Reply at I1I-C-80 and III-C-88).

1 See SECI Rebuttal e-workpapers “SFRR Grading Rebuttal xls, tab
“IIIF_8 Yards™ for multi-track interchange locations and “Seminole Florida
Railroad Route Miles Grading Rebuttal.xlIs.” tab “Sticks™ for single-track
interchanges.

3 In reviewing CSXT’s comparison of the parties’ track miles, SECI
determined that the number of helper pocket and setout track miles shown in Table
II1-B-2 of its Opening Narrative is incorrect. SECI actually included 22.39 miles
of helper pocket and setout tracks; see SECI Opening e-workpaper “Seminole
Florida Railroad Route Miles Grading.xls,” tab “Sticks.".

'® The relevant workpaper referenced by CSXT, Reply e-workpaper “CSXT
Track and Facilities Summary.xlsx,” is of little assistance here as it simply reflects
the total track miles for helper pocket and setout tracks, with no explanation of
where 0.60 miles have been added to SECI’s track miles for this category.

III-B-16



originate/terminate this traffic at five locations for both intermodal and Transflo
traffic, and five additional locations for Transflo traffic only.'®
(i) Additional Coal Yards

CSXT proposes to add two new coal train staging yards, at Atkinson
(Madisonville). KY and Grafton, WV, with Atkinson Yard also to be used for
1.500-mile inspections “as needed.” CSXT Reply at [1I-B-19. The proposed
layout of the Atkinson Yard is shown on page 50 of CSXT Reply Exhibit I1I-B-2,
and CSXT included 4.2 track miles for this yard (see Reply e-workpaper “CSXT
Reply Track and Facilities Summary.xlsx,” tab “Yard Track Summary.” CSXT
did not provide any information as to either the proposed layout of Grafton Yard
or the track miles for this yard.

A separate yard is not needed at Atkinson/Madisonville
(*Atkinson”). According to CSXT, Atkinson Yard is to be used to stage and
inspect empty coal trains (presumably trains destined to Illinois Basin mines in
Western Kentucky, Indiana and Illinois). However, the SFRR already has a yard
at Nashville, TN, where empty coal trains destined to these mines from points

south of Nashville are staged and inspected under SECI’s operating plan. See

18 As discussed later in this Rebuttal Narrative, SECI included an
intermodal lift and ramp cost for each intermodal container and trailer that requires
a lift while on the SFRR. This cost includes a capital element, so the addition
(construction) of yard facilities to originate/terminate intermodal traffic is
conservative in that it double-counts some capital costs. The same applies to the
Transflo facilities to the extent that Transflo cars receive an intermediate switch or
move on a local train; SECI’s 1&I and yard/local switch cost additives also include
a capital element.

I1I-B-19



REBUTTAL TABLE III-B-2

SFRR CONSTRUCTED TRACK MILES

| SECI CSXT SECI
' Opening Reply Rebuttal
Main line track — Single first main track 2092.40 2,228.31" | 2,093.00
— Other main track 750.13 772.297 712.49
Total main line track 2,842.53 3,000.50 2.805.49
Interchange tracks 75.62 186.44 185.70
Helper pocket and setout tracks 13.03 13.63 22.39
Yard tracks (excl. interchange yards) 105.86" 339.38 63.10
Customer Access tracks (excl. Transflo) 0.00 22.27 0.52
Total track miles | 3,037.04 3,562.22 | 3,077.20

' This number inadvertently included multi-track interchange yard facilities.

The remaining difference between the parties is 485.02 track miles, most of which

is accounted for by the additional yards CSXT proposes for switching of general

freight traffic.

3.

Other

Joint Facilities

CSXT concurs that the SFRR has operating rights over two joint

facilities owned by NS. These include the MGA lines in Pennsylvania/West

Virginia and the small segment of NS trackage at Petersburg, VA used by the

SFRR to reach a customer’s private trackage.

With respect to the MGA lines, CSXT asserts that the SFRR must

construct these lines and bear 50 percent of the construction cost, with NS (the

lines’ actual owner) bearing the other 50 percent. CSXT does not explain why the

II1-B-28




Reply at ITI-C-32. SECI agrees that the tare weights on loaded base vear coal
trains were inadvertently omitted from the Opening RTC train list. SECI has
corrected this omission for purposes of its Rebuttal RTC simulation by setting the
gross weight of loaded cars to equal 136.9 tons per car. This is the gross weight
used by SECI’s experts for growth coal trains, which CSXT accepted as having
been properly calculated (CSXT Reply at III-C-32).8
ii. Locomotives

CSXT has accepted SECI's specification of GE 4400-hosepower AC
locomotives for road and helper service, EMD SW1500 locomotives for yard
switching and work-train service. However, CSXT asserts that more locomotives
of each type are needed. The differences between the parties are summarized in

Rebuttal Table III-C-2 below.

REBUTTAL TABLE III-C-2 '
SFRR PEAK LOCOMOTIVE REQUIREMENTS

Type of Service SECI Opening CSXT Reply SECI1 Rebuttal
Road/Helper— 192" 196 188
AC4400CW
Switch/Work 8 41 10
Train — SW1500

. Total 200 237 198

|
" The number of road/helper locomotives shown in Table IT1I-C-2 on page III-
C-11 of SECTI's Opening Narrative (171) was incorrect. The correct number

of locomotives required in the peak year was 192, as shown in SECI’s
Opening Workpapers.

28 The gross coal car weight calculation for growth trains is shown in SECI
Op. e-workpaper “SARR Event peak period trains 070609 coal gf im CHK PR-
SUBS TRN ONOFFS and FIXED SORT2 xlIsx.”
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workpapers referenced on page I[1-B-28 and has corrected the speed, track
direction and grade inaccuracies where appropriate. The track input into the RTC
Model where the SFRR crosses the James River has also been corrected to show
one main track at this location (the single-track bridge over the James is included
in the SFRR construction costs). SECI’s experts have removed the second track
(wye) connection from the RTC Model at several interchange locations where it is
not needed, but retained the second connection at the following locations due to
interchange traffic volume: Amqui, TN, Jacksonville, FL (CSXT interchange),
Rocky Mount, NC, and Alexandria Jct.,, MD. The added connections are shown in
Rebuttal Exhibit I1I-B-2 and their cost has been included in the SFRR's revised
construction costs presented in Part III-F below.>

Signals. CSXT notes that although the SFRR main lines are
equipped with Centralized Traffic Control with wayside signals, SECI did not
input signals into the RTC Model.** CSXT claims that this means the RTC Model
simulates train movements as if there were no spaces between trains. CSXT Reply

at I1I-B-26, 11I-C-37-38. This is incorrect. The track input into the RTC model

33 A list of the track geometry (including track configuration) and coding
changes made for the Rebuttal RT'C simulation is included in Rebuttal e-
workpaper “RTC Infrastucture.doc.”

3 At page I1I-B-16 of its Opening Narrative SECI erroneously stated that
the Robinson Run branch is equipped with CTC. This is incorrect; the SFRR-
owned portion of this branch between Rivesville (Catawba Jct.) and Haywood/
Lumberport, WV is not CTC/ signal-equipped. See Op. e-workpaper “SFRR C&S
spreadsheet.xls.” The Opening RTC Model simulation confirmed that CTC was
not needed on this line. In its configuration and RTC Model simulation, CSXT
unnecessarily included CTC and signals on the entire Robinson Run Branch.

HI1-C-44



REBUTTAL TABLE III-D-1

SFRR 2009 OPERATING EXPENSES

(8§ Millions)
SECI CSXT SECI

Opening Reply Rebuttal
Locomotive Lease" $ 03 $ 1.3 $ 04
Locomotive Maintenance $ 232 $ 27.0 $§ 229
Locomotive Operations $ 84.0 $ 84.6 $ 814
Railcar Lease $ 33.6 S 37.7 $ 385
Materials & Supply Operating $ 1.1 % 44 $ 12
Train and Engine Personnel $ 55.0 $103.5 $ 3596
Operating Managers $ 203 $ 553 $ 215
General & Administrative $ 19.7 $ 46.7 $ 224
Loss & Damage $§ 2.2 $§ 1.7 § 22
Ad Valorem Tax $ 14.1 $ 224 $ 141
Maintenance-of-Way $ 53.8 $100.8 $ 543
Trackage Rights $ 72 § 7.2 $ 72
Intermodal Lift and Ramp $ 115 $ 20.2 $ 152
Switch Expense Additive $ 167 1+ 8§ 0.0 $ 158
Insurance $ 5.0 $ 31.7 $ 938
Startup and Training $ 249 $ 53.6 $ 286
Manifest Line Haul Credit $(108.6) $ (73.8) $ (105.0)
Total’ $263.9 $524.3 $ 289.9

DCF Model.

¥ Locomotive lease costs apply only to the SFRR s switching locomotives. The
SFRR purchases its road locomotives and the purchase cost is capitalized in the

¥ Total differs slightly from the sum of the individual items due to rounding.

Of the $234 .4 million total remaining difference in the parties’

calculations of annual operating expenses the bulk ($148.5 million) is accounted for

by four categories: Train & Engine (‘T&E’) Personnel, Maintenance-of-Way,

General & Administrative, and Operating Managers. Most of the difference in

these items results from CSXT’s more complex operating plan for the SFRR, which

I-D-3




designated by SECI because GE discontinued manufacturing the AC4400CW prior
to 2008. when most of the locomotives would be purchased. SECI accepts that
AC4400CW locomotives could not be purchased new in 2008, although there
undoubtedly was a resale market for this model. This is evidenced by the June
2008 issue of Railway Age, which indicates. at page 43, that GE4400CW
locomotives are available in the marketplace for sale or lease. This issue of
Railway Age was relied on by SECI on Opening and accepted by CSXT on Reply
for determining the lease prices for many of the car types utilized by the SFRR.
This article notes a sales price of $1.8 million per unit which is slightly less than the
$1.83 million per unit relied on by SECI in its Opening Evidence. SECI continues
to use the $1.83 million purchase price per unit on Rebuttal.

On Opening, SECI calculated that the SFRR requires a total of 192
road locomotives in the peak year (which translates to 164 locomotives in 2009
which is the SFRR’s first year of operations). This calculation was based on the
transit-time output from its RTC Model simulation, the locomotive requirements for
each train. the total number of trains to be moved in 2009, and use of a spare
margin and peaking factor in accordance with established Board precedent. SECI
Opening at I1I-C-1 1-13.> CSXT accepts SECI’s proposed spare margin (CSXT
Reply at IT1I-D-18), but uses a different procedure for calculating the total number of

road locomotives required based on a “snapshot” hour of the peak week’s trains

3 Based on the results of its Rebuttal RTC Model simulation, and using the
same procedure it used on Opening, SECI has determined that the SFRR actually
requires 188 road locomotives in the peak year and 160 such locomotives in 2009.

II-D-5



used for work-train service. The total annual lease cost for these locomotives is
$364.330 ($36.433 x 10).

b. Maintenance

CSXT accepts SECI's locomotive maintenance cost per unit for both
road and switching locomotives. CSXT Reply at III-D-19. CSXT notes that under
the full-service maintenance agreements on which SECI’s maintenance costs are
based, {

+. CSXT accepts the SFRR locomotive repair

facilities specified by SECI, except it proposes to relocate the SFRR’s major
locomotive repair shop from Folkston, GA to Callahan, FL. /d. at [1I-D-19-20.

The total annual locomotive costs incurred by the SFRR are a function of
the number of each locomotive type required. The revised total annual locomotive
maintenance cost for the SFRR, based on the revised numbers of each locomotive
type. equals $22.9 million in 2009. See Rebuttal e-workpaper "SFRR Operating
Expense_Reb.xls.”

c. Servicing (Fuel, Sand and Lubrication)

CSXT accepts SECI’s proposal to fuel and service SFRR locomotives
at four locations. However, CSXT proposes to increase SECI’s servicing cost (sand
and lubrication oil) by $1.36 million annually, while positing a reduction of $0.81

million annually in SECI’s fuel cost. CSXT Reply at III-D-20-26.

I-D-8



a. Operating

i. Staffing Requirements — T&E Personnel

On Opening, SECI determined that the SFRR requires a total of 502
T&E employees to operate its road trains, helper assignments, and yard switching
assignments. CSXT proposes to increase the SFRR’s T&E employees to 804. The
increase is due to the new train operations contemplated by CSXT’s operating plan
(including a large number of new yard switching operations), and a reduction in the
number of crew starts per year from 270 to 260.'> SECI continues to use 270 crew
starts per year, and continues to calculate T&E requirements based on the trains
moving in the peak year pursuant to its operating plan which is based on the actual
CSXT trains carrying SFRR cars in the base year. However, SECI has revised the
SFRR’s T&E employee count (using the same methodology specified on
Opening'®) based on the results of its rebuttal simulation of the SFRR’s peak-period

operations using the RTC Model. The revised T&E employee requirement is 547.

12 CSXT’s rationale for changing from the Board’s precedent of using 270
crew starts per year is based, in part, on its statement that: “Even in calendar year
2008, before the new hours of service regulations took effect, CSXT only had seven
T&E employees with 270 annual starts.” CSXT Reply at [1I-D-32. CSXT’s
statement is misleading at best. Review of Reply e- workpaper “CSX T&E Salary
Roster.xlsx,” tab “2008™ reveals that in 2008 CSXT had only seven T&E
employees who work exactly 270 shifts. This CSXT workpaper also reveals that
CSXT had 229 T&E employees working 270 or more shifts per year in 2008, a
substantially different number of emplovees than CSXT’s statement implies.

13 See SECI Opening at I11-D-11-12.
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Total

71

98 |

112

3% On Rebuttal, SECI revises the titles and functions of these two Managers as

described below in the text.

3 In its Opening Evidence, SECI included the IT function within the Law &
Administration department. CSXT creates a separate IT department on Reply. There is no
need for a separate IT department; SECI has set forth the IT figures separately in this table

solely for ease of review.

38 The functions of this CSXT-proposed position are performed by the

Database/Interface Support Manager that SECI adds on Rebuttal.
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such forms are standardized and repetitive, which commends them to computer
processing. Also, a month is available between most filings to plan and prepare for
the next filing. If additional help is needed to respond to audits. etc., outside firms
can be used for assistance — although this is unlikely given the limited number of
repetitive forms due each month.

CSXT also proposes to add three Managers of Property Accounting,
who would report to the Assistant Controller — Taxes, to perform the accounting
function for fixed assets. CSXT Reply at III-D-70. CSXT suggests that, although
the SFRR will use a computerized system to track physical assets and asset
replacements. this additional staffing is necessary because of the need to set up
assets in the computer system and to evaluate that the asset entry is correct. /d.
CSXT also argues that monitoring will be required for individual construction
projects, and that staff must prepare account reconciliations and analysis for newly
constructed assets, as well as life studies for various classes of assets. /d.

CSXT’s proposed additional staffing is not required because, first, the
SFRR will construct al] assets needed to operate during its first ten years of
existence. and thus will not be undertaking any new construction projects during
this period. The SFRR also has limited assets that require monitoring — a total of
170 locomotives in 2009, only 907 freight cars (most railcars used to move the
SFRR’s traffic are provided by other railroads), and a fixed number of buildings.

Few if any of these assets are likely to be retired during the ten-year DCF period.
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also proposes to increase the SFRR's office and field MOW personnel by nearly 70
percent, from 345 employees to 584 employees (or an increase of 239 employees).

CSXT claims that the SFRR’s MOW plan developed by its principal
engineering expert, Harvey Crouch, ignores the SFRR s size, tonnage and varied
terrain. CSXT Reply at III-D-113-115. This claim is absurd. First, as detailed in
his Statement of Qualifications (SECI Opening at [V-27-30), Mr. Crouch has
considerable experience building and maintaining railroad lines in the territory
served by the SFRR, including direct field experience as a member of the NS
Engineering Department. His consulting firm, headquartered near Nashville, TN,
specializes in railway engineering and has planned and supervised numerous
successful railroad construction and MOW projects in the SFRR region including
many projects for NS (a carrier with high MOW standards and well-maintained
track). Mr. Crouch and his team at Crouch Engineering are well-aware of the
geography, weather and other conditions in which the SFRR must operate. They
are also familiar with CSXT’s maintenance practices, and followed them where
appropriate in designing the SFRR MOW plan.

CSXT would have the Board believe that heavy-axle-load unit coal
trains operating in mountainous terrain are a new phenomenon, not taken into
account by Mr. Crouch. However, 286.000-pound cars have been common in the
railroad industry (and, in particular, in the mountainous Eastern regions where coal
is originated) for at least 25 years. Contrary to CSXT’s insinuation, Mr. Crouch is

well-aware that a railroad that handles a high volume of such trains, partly in
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submits Rebuttal e-workpaper “MOWRoadmaster Territories-Revised.xls™ which
details the route miles. mainline track miles and other track miles covered by each
Roadmaster district as well as by each of the SFRR’s 26 track crews. The total
route miles and total track miles have been revised to reflect the minor additions
described in Part III-B-3 above. Although there is no need to increase the number
of Roadmaster districts or track crews from those proposed on Opening, they have
been revised slightly to better balance the route and/or track miles in each district in
response to CSXT's criticisms.

In particular, Mr. Crouch has revised the 26 track crews by assigning
a specific territory to 22 of them and making the other four crews “‘floating™ crews
to provide additional manpower in the longer districts or where the terrain is
mountainous.”® For example, the territory covered by Roadmaster District Nos. 2
and 3 and regular track crew Nos. 4, §, 6 and 7 includes hilly terrain with a large
number of curves. Mr. Crouch has therefore added a floating track crew
(designated Crew X-I in “MOWRoadmaster Territories-Revised.x1s™) that spends
most of its time in these districts, supplementing the four regular track crews. This
crew can also assist the one of the three track crews assigned to the southern portion
of Roadmaster District No. 1, which also is somewhat hilly. Similarly, floating

track crew No. X-2 supplements the two regular track crews assigned to

7 Mr. Couch notes that sharing and moving track crews in this manner is a
common practice on NS.
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at various points in its Opening evidence as to the number of FEDs and AEI
scanners on the SFRR system. CSXT Reply at I1I-D-132, 134. On Rebuttal, SECI
has corrected the number of FED's and AEI scanners, and revised the number of
AAR signal units to reflect these corrections and the additional interchange and
other tracks that have been added on Rebuttal. The revised AAR signal units total
178,322.” Using the Opening criterion of 2,000 AAR units per Signal Maintainer,
the SFRR requires 89 Signal Maintainers, or an increase of four employees from
Opening.

CSXT’s discussion of its own, proposed higher C&S staffing levels
is very scant, consisting of just over one page of narrative (CSXT Reply at ITI-D-
151-152). No support is provided for CSXT’s proposal, other than the simple
statement that it is “[b]ased on the network configuration of the SFRR provided by
CSXT'’s operating witnesses” (id. at III-D-152) and there is no comparison to
CSXT’s real-world C&S staffing levels. Thus, there is no basis for the Board to
accept CSXT’s C&S employee count over SECI’s revised count (which includes
four more Signal Maintainers than were provided on Opening).

iv.  Bridge & Building Department
CSXT criticizes SECI’s B&B field staff of 18 as unsupported except
for the statement that “all of the SFRR’s bridges will be constructed using steel and

concrete components, resulting in virtually no annual maintenance to the

7 See SECT Rebuttal e-workpaper “Original SFRR C&S spreadsheet
Revised.xls.”
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work are provided by the state or other government agency responsible for the
particular road. not the railroad.”

Given CSXT’s failure to provide relevant data in discovery, and the
fact that CSXT used the same number of crossing feet as SECI in its construction-
cost spreadsheet, the Board should accept SECI's Opening cost for annual crossing
repaving.

Equipment Maintenance. CSXT accepts SECI’s calculation that the
SFRR’s annual cost of equipment maintenance would be 5 percent of the purchase
price, but estimates the annual contract equipment maintenance cost at $2.1 million.
CSXT Reply at I1I-D-170-171. This estimate apparently is based on the additional
equipment needed for the inflated MOW personnel that CSXT proposes to add. As
indicated earlier SECI has added a total of four MOW personnel (all Signal
Maintainers) on Rebuttal. The Board should therefore accept SECI’s revised
equipment maintenance cost which includes the cost of hi-rail vehicles for the four
additional Signal Maintainers.

Communications System Inspection and Repair. CSXT accepts
SECI’s methodology for determining communications system inspection and repair

costs (2 percent of the original purchase cost). Based on a SFRR communications

%2 The Emergency Notification signs mentioned by CSXT were funded by
the federal government in a voluntary pilot program run by the FRA, and should not
be included as a cost item for the SFRR.
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system cost of $38 million,”> CSXT estimates the SFRR s annual communications
contract cost to be $0.7 million. CSXT Reply at [T1I-D-171. SECI’s Rebuttal
communications system cost is $37 million, which also produces an annual
inspection and repair cost (rounded) of $0.7 million.

Bridge inspections. On Opening SECI provided for contract
structural-integrity inspection of seven of the SFRR's major bridges. a five-year
inspection cycle, and a unit cost of $8.94 per track foot. SECI Opening at I11-D-88.
CSXT raises the number of bridges requiring contractor structural integrity
inspections to 19, and estimates the unit cost at $25 per track foot. CSXT Reply at
I1-D-171-172.

SECI based the number of bridges requiring structural integrity
inspections, and the unit cost per track foot, on the experience of Mr. Crouch. Mr.
Crouch and his staff at Crouch Engineering have performed numerous inspections
of major river bridges, and are familiar with the equipment needed and amount of
time needed by trained personnel to make the inspections. Mr. Crouch provided, as
supporting evidence for his equipment rental rate, an invoice for bridge inspection
equipment.”*

The seven SFRR major river bridges specified by Mr. Crouch as

bridges requiring periodic structural integrity inspections are the bridges over 2,000

% CSXT’s narrative show a communications system cost of $3.8 million, but
this is obviously incorrect (a decimal appears to have been misplaced).

% See SECI Opening e-workpaper “Major Bridge Inspection Costs.pdf.”
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iii.  Field Welds
The parties agree on the field weld specifications and unit prices.

iv. Insulated Joints

Insulated joints are addressed in Part III-F-6 below.

V. Switches

The parties generally agree on the unit costs and sizes for the
SFRR’s switches. However, v.vithout explanation, CSXT used a large number of
No. 8 turnouts — a size SECI did not use. It appears that the No. 8 turnouts are for
the 884 customer locations that CSXT argues the SFRR should add. As explained
in Part III-B, SECI has added only 65 customer locations including Transflo
facilities (28 were already provided for on Opening). SECI has used No. 10
turnouts for these locations since it is the smallest size turnout that SECI is using.

Switch machines are addressed in Part I11-F-6 below.

e. Other
i Rail Lubricators

The parties agree on the spacing and unit costs for rail lubricators.

ii. Plates, Spikes and Anchors

The parties agree on the specifications and unit costs for plates,
spikes and anchors.

il Derails and Wheel Stops

The parties agree on the placement methodology and unit costs for

derails and wheel stops.
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CSXT suggests that SECI’s reliance on solar power for AEI readers,
FEDs. and road crossing is misplaced since SECI's solar units cannot match the
variations in the electrical current need for the different devices. CSXT also
argues that the unit costs are too low. As commercial power is a better alternative
where available, SECI has accepted CSXT’s proposal to use commercial power

drops at these locations.

V. CTC Office Equipment
On Opening, SECI assumed that the CTC office equipment would

cost $1 million, which SECI indexed. This cost was based on a rough estimate
from Alstom provided to SECI’s IT witness some years ago. Today, however,
Alstom (which is a major supplier to the railroad industry) will not provide quotes
to the shipper community. As such, SECI had no practical way to determine how
such pricing may have changed or whether the initial estimate was accurate, other
than to index it. On Reply, CSXT obtained an estimate from Alstom that totaled
$2.5 million, including a $500,000 backup location. SECI accepts this revised
cost.

vi. Turnouts for Customer Locations

CSXT included manual switch mechanisms and electric locks for the
turnouts to the 884 customer locations it argues that the SFRR must build. As
explained in Part IT1I-B-2 SECI only requires 93 such locations including Transflo
facilities, 28 of which were already provided for on Opening. Accordingly, on
Rebuttal SECI provides for manual switch mechanisms and electric locks at 65
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additional locations. In order to capture these costs, SECI has included a new
typical installation in its revised rebuttal e-workpaper spreadsheet called “EL1.”
The former “EL,” which is applied at defective equipment tracks with two
switches, has been renamed “EL2.”
vii.  Unit Costs

In its electronic workpapers, but without discussion in its Reply
Narrative, CSXT changed several unit costs that SECI utilized on Opening,
resulting in significantly higher signal costs. In particular, CSXT modified the
unit costs for: double track highway crossing predictor huts; single track highway
crossing predictor huts; signals, two head (three aspects each), with mast, platform
and foundation: and signals, one head (three aspects), with mast, platform and
foundation. These costs were based on quotes that Mr. Grappone received from
GE Transportation Systems Global Signaling and Safetran. SECI’s lower opening
unit costs thus are supported by actual quotes from vendors, and CSXT has not
explained why they are not feasible or the basis for its higher unit costs. SECI

thus has continued to use its Opening costs for these items.

vili. Signals & Communications Testing Equipment
Without explanation, CSXT included costs for signals and

communications testing equipment. SECI has already included labor costs for
installation of such equipment. Any signals contractor should have the necessary
equipment to install and test such mechanisms. As far as ongoing maintenance,

the potential costs for small tools of this kind are already included in the small
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j Operating Expenses

Table K displays the operating expenses incurred in each vear of the
DCEF period. In Opening. SECI detailed the changes it made to the Board's DCF
model to adjust annlual operating expenses by the prospective change in ton-miles
rather than the change in tons, in order to better reflect changes in the traffic mix.°
In Reply, CSXT accepted the change in approach to adjusting annual operating
expenses using ton-miles in the place of tons.”

CSXT also modified its Reply operating expense worksheet to add
trackage-rights fees paid by the SFRR to the EVWR for the transport of issue
traffic. As explained at III-D-149-150, the addition of trackage rights fees for the
issue traffic is a double-count of costs as the SFRR pays the EVRR a fixed fee for
transporting the SGS coal. CSXT’s worksheet modification is incorrect.

k. Summary of SAC

SECI presented its summary of total SAC in its Opening Narrative at
Table L of Exhibit III-H-1. In Reply, CSXT has modified Table L to exclude the
investment that the SFRR made for the purchase of locomotives, and include

investment costs for the installation of PTC systems on the SFRR. As discussed in

at I1I-G-1-4, it is entirely appropriate to base the SFRR’s locomotive acquisitions

% See SECI Opening at III-H-7 to ITI-H-8.
7 See CSXT Reply at I1I-H-6.
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3. Maximum Reasonable Rates

The SAC analysis summarized in Parts 1II-A through III-G and the

accompanying Exhibits, and displayed in Rebuttal Exhibit III-H-1 demonstrates

that over the 10-vear DCF period the revenues generated by the SFRR exceed its

total capital and operating costs. Table III-H-1 below shows the measure of

excess revenue over SAC in each vear of the DCF period for this case.

Year
a
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

Table I1I-H-1

Summary of DCF Results — 2009 to 2018

Annual Stand-
Alone

Requirement
2)
$837.1
883.2
926.6
971.9
1,012.9
1,051.9
1,093.5
1,134.1
1,175.7
1,217.3

Stand-
Alone

Revenues

3)
$1.048.0
1,182.2
1,259.3
1,350.0
1,458.9
1,531.3
1,607.1
1,689.5
1,776.2
1,874.6

(3 in millions)

Overpayments
or Shortfalls
4)
$210.9
299.0
332.7
378.1
446.0
479.4
513.7
555.4
600.5
657.3

PV
Difference
(3)
$200.2
255.6
256.1
262.1
278.5
269.6
260.2
253.4
246.8
243.3

Cumulative PV
Difference
(6)
$200.2
455.8
711.9
974.0
1.252.5
1,522.2
1.782.4
2,035.8
2,282.5
2,525.8

Where, as in this case, stand-alone revenues are shown to exceed

costs, rates for the members of the SFRR traffic group -- including SECI in

particular -- must be adjusted to bring revenues and SAC into equilibrium. In

Major Issues. the Board adopted MMM as its rate prescription approach for use in

proceedings under the Coal Rate Guidelines. See Major Issues at 14-23.
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Application of MMM vyields the following maximum r/vc ratios for

each year of the DCF model.

Table I1I-H-2
Rebuttal MMM Results
Year Maximum R/VC
2009 158.5%
2010 151.6%
2011 149.1%
2012 145.4%
2013 142.8%
2014 142.2%
2015 141.4%
2016 140.1%
2017 138.8%
2018 136.8%
Source: Rebuttal Exhibit III-H-2.

As indicated in Table III-H-2, the maximum r/vc ranges from
136.8% to 158.5% over the 10-year DCF period. As applied to the unadjusted
Phase III URCS variable costs for the issue movements, the following maximum
reasonable rates apply to shipments in SECI-supplied railcars and CSXT-supplied

railcars, respectively, at 1Q09 and 4Q09 wage and price levels.
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Table I11-H-3
SECI MMM Rates Per Ton — 1009 to 4009

1009 2009 3009 4009
SECI CSXT SECI CSXT SECI CSXT SEC1 CSXT
QOrigin Cars Cars Cars Cars Cars Cars Cars Cars
(1) (2) 3) 4 (3) (6) N (8) )]
1. Dotiki. KY $18.04 §$1893 $18.06 $18.95 $18.47 $19.39 $18.71 $19.63
Pattiki, IL $19.37 $2033 $19.39 $20.33 $19.83 $20.80 $20.09 $21.07

Warrior, KY $17.69 $1857 $17.71  $18.58  $18.12 $19.01 $18.34  $19.25
Elk Creek, KY $17.68 $18.55 $17.69 $18.57  $18.11 $18.99  §$1833  $19.23
Gibcoal, IN $19.15 $20.07 S$19.15 $20.09  $19.61 S20.56 $19.85  $20.82
Consol 95. WV $23.39 $24.48 $2340 $24.50 $23.96 $25.06 $24.26  $25.38
Bailey Mine. PA  $24.91  $26.05 $24.92  $26.07 $25.49 $26.67 $25.83  $27.02

8. Charleston, SC $7.26 $7.74  $7.26 $7.75 $7.44 $7.93 $7.53 $8.02
(coal)

9. Charleston, SC $7.28 $7.75 $7.28 $7.77 $7.45 $7.94 $7.55 $8.05
{petcoke)

A e -

The maximum lawful rates for the transportation of coal from the
origins covered by Tariff CSXT-32531 to SGS equal the greater of the
jurisdictional threshold or the MMM maximum rates. Tables I1I-H-4 and III-H-5
compare CSXT’s rates at 4Q09 (in SECI-supplied and CSXT-supplied lrailcars) to
the jurisdictional threshold and the MMM maximum. The issue rates are greater

than both the jurisdictional threshold and the MMM rates for all origins.
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Table III-H-4
Maximum Rate Summary - 4Q09

SECI-Supplied Railcars
Jurisdictional MMM Rate Maximum Rate

Origin Threshold Per Ton Per Ton Per Ton 1/
| (1) (2) (3) (4)
t 1. Dotiki. KY $21.24 $18.71 $21.24
2. Pattiki, IL $22.81 $20.09 $22.81
(Epworth)
3. Warrior, KY $20.83 $18.34 $20.83
(Cardinal 9)
4. Elk Creek, KY $20.81 $18.33 $20.81
(Cimarron)
5. Gibcoal, IN $22.54 $19.85 $22.54
6. Consol 95, WV $27.54 $24.26 $27.54
7. Bailey Mine, PA $29.32 $25.83 $29.32
8. Charleston. SC $8.55 $7.53 $8.55
(coal)
9. Charleston. SC $8.57 $7.55 $8.57
(Pet Coke)

1/ Greater of Column (2) or Column (3).
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Origin
(1)
1. Dotiki, KY

2. Pattiki, IL
(Epworth)

3. Warrior, KY
(Cardinal 9)

4. Elk Creek, KY
(Cimarron)

Gibcoal, IN
Consol 95. WV
Bailey Mine, PA

Charleston, SC
(coal)

9. Charleston. SC
(Pet Coke)

@ N oW

Table I11-H-5
Maximum Rate Summary - 4Q09

CSXT-Supplied Railcars

Jurisdictional MMM Rate
Threshold Per Ton Per Ton

)
$22.28

$23.92
$21.85

$21.83

$23.63
$28.82
$30.67
$9.11

$9.14

3)
$19.63

$21.07
$19.25

$19.23

$20.82
$25.38
$27.02
$8.02

$8.05

1/ Greater of Column (2} or Column (3).

Maximum Rate
Per Ton 1/

4)
$22.28

$23.92

$21.85

$21.83

$23.63
$28.82
$30.67
$9.11

$9.14
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